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General Business Conditions 





HE current statistics reflecting busi- 
ness activity continue to indicate a 
high level of production and trade. 
The volume of checks handled by 
banks is running higher than ever 
before at this season, and even eliminating 
New York City figures as influenced too much 
by financial and speculative transactions, the 
totals for the first three weeks of March foot 
up to 7 per cent above last year. Railway 
freight cars loaded between January 1 and 
March 13, the latest available date, totaled 
10,040,546, or slightly more than a year ago, 
despite the decrease in coal traffic caused by 
the strike, and shipments of merchandise and 
miscellaneous freight, including largely manu- 
factured vroducts, gained approximately 3 per 
cent. Nation wide reports to the United States 
Department of Labor reflect the continuance 
of prosperity in practically full employment 
in most sections, with at the same time little 
evidence of any serious labor shortage. What- 
ever may be said when the final reckoning of 
the year is made, it is evident that the first 
quarter has given a good account of itself. 
Despite this impressive showing for business 
generally, the decline in the stock market, the 
passing of the boom aspect of the real estate 
situation in Florida and elsewhere, and dis- 
appointment over trade in certain individual 
lines, have awakened some misgivings as to 
the course of business during the remainder of 
the year. As to the stock market, while it is 
usually looked upon as registering the trend of 
business, it sometimes works the other way 
around. Just as rising security prices often 
foster more exaggerated hopes than can be 
realized, so declining prices may lead to 
undue pessimism. During the past year money 
has been unusually plentiful and, flowing 
readily into securities, contributed to an up- 
bidding of prices, which while justified in its 
earlier stages, eventually carried prices far out 
of line with real values. The correction of 
this need not endanger the business situation. 
Fluctuations in securities no longer have the 
same significance they had in the days before 
the Federal Reserve System when most of the 
surplus funds of the country were tied up in 
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the market, While it is not unlikely that busi- 
ness may, and perhaps desirable that it should, 
fail to maintain the pace at which it has been 
traveling, particularly in those lines which have 
been most active, there seems no reason to an- 
ticipate any serious trouble. The reassuring 
factor underlying the whole situation is the 
soundness of the credit position. Easy money 
often follows business depression as a result- 
ant, but seldom if ever ushers one in, 


A Desirable Readjustment 


During the latter part of last year there were 
elements and signs in the business situation 
that justified considerable misgivings. Busi- 
ness itself was proceeding at a rate which, if 
continued, might easily have led to intensified 
competition for the necessarily limited supply 
of materials and labor, with the usual result 
of price and wage inflation. Accompanying 
this high level of business was a widespread 
speculation in securities and real estate and a 
rapid expansion in the use of installment credit 
the results of which no one could foresee but 
which were anticipated with concern. 


Once more, however, business has proved 
that it is not to be stampeded into inflation. 
Thanks partly to the country’s high productive 
capacity, the efficiency of transportation, and 
the memories of 1920 and 1921, no one appears 
to have had any fears that there will not be 
enough goods to go around. Merchants have 
continued to follow a policy of supplying ac- 
tual needs only, and while this hand-to-mouth 
method of buying doubtless has been carried 
too far in some instances, it has prevented bur- 
densome stocks from accumulating in whole- 
salers’ and retailers’ hands. Under these cir- 
cumstances the moderate recession that has 
taken place in certain lines of activity since 
the first of the year may be viewed as a let- 
down to a safer level of doing business. Along 
with these indications of greater moderation 
in the commercial field the excessive real es- 
tate speculation appears to be in the process 
of correcting itself, and without prejudice to 
legitimate real estate and building develop- 
ment. 
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The Basis of Prosperity 


Eloquent testimony to the country’s pros- 
perity appears in the March income tax re- 
ceipts which promise to reach $490,000,000, a 
total considerably larger than was received in 
the corresponding period of last year despite 
the much higher revenue rates then in effect. 
Moreover the effect of good times has been un- 
usually widespread throughout the different 
classes of the population. Corporate earnings, 
according to a study. of the Federal Reserve 
Bank of New York, were larger last year than 
in any recent year. Wage earnings, measured 
in terms of purchasing power, have been high- 
er probably than ever before and seldom have 
we enjoyed an equal period of business activity 
with so few major labor disputes. Even the 
farmer, taking agriculture generally, has bet- 
tered his position over previous years. It is ta 
this general state of greater well being rather 
than to such influences as the growth of install- 
ment credit that we must look for the chief ex- 
planation of our continued high consumption 
of goods. This is evidenced by-the great ex- 
pansion in mail order and chain store sales for 
which cash payments are required and the 
large increase in savings in the form of bank 
deposits and of investments in life insurance 
and securities. With our business situation 


thus well founded and fortified by a continued 
amplitude of credit for all legitimate needs, 


there is no reason why, with the exercise of 
a moderate degree of restraint on the part of 
the various branches of industry, we should 
not expect to pass through any necessary re- 
adjustments without seriously upsetting our 
balance. 


The Use of Credit 


Fundamentally, reactions such as are occur- 
ring in the stock market are all of a kind, prin- 
cipally due to the large holdings carried on 
thin margins. A rapid advance of prices al- 
ways increases the volume of such holdings 
and makes the market top-heavy. Stocks are 
accumulated by speculative purchases and 
time is required for their absorption on the 
new level by investors; meanwhile the market 
is in a technically weak position, vulnerable to 
attack, and subject to panicky movements. 
Stocks which have moved up rapidly in a spec- 
ulative movement suffer in such reactions, 
while stocks that are out of the current of 
speculation are affected comparatively little. 

The November break was precipitated by an 
advance of the discount rate of the Boston 
Reserve bank, which afforded an opportunity 
for persons so disposed to comment upon the 
dominating power of banks, with intimations 
that it should be under some kind of control. 
That kind of criticism was responsible origin- 
ally for the creation of a Federal Reserve 
Board appointed by the President and the re- 





quirement that a portion of the directorate of 
each Federal Reserve bank should be chosen 
from outside the ranks of bankers, provisions 
referred to here only for the purpose of point- 
ing out that they have not silenced the com- 
plaint, but only involved the Reserve banks in 
it. 

Over and over again the lesson is taught 
that while credit is a very helpful agency 
when wisely used, it is a very dangerous one 
for uninformed and unskillful users. It in- 
creases the winnings of the speculator and in 
like manner increases his losses if he is unsuc- 
cessful. The conditions of the game are 
known, but they do not deter people from tak- 
ing the chances or from making complaints 
when they find themselves among the losers. 

The banks are dealers in credit, chartered 
for that purpose by law, because credit has 
legitimate and useful functions. There are 
limitations to the arbitrary control which 
they may exercise over the use of credit 
by customers. They may advise and counsel 
and refuse accommodations, but they run the 
risk of disfavor with the public if they do the 
latter without good reasons. The very critics 
who complain of the money-power would be 
quick to protest against any systematic effort 
by the bankers to dictate the use of credit. 

Banks have a responsibility to guard the sta- 
bility of the business situation, but the bor- 
rower has a like responsibility and no fair 
claim to be protected against the risks which 
it voluntarily takes. The sudden breaks and 
panics on the stock exchange are a natural 
corrective of over-extension, and the only ef- 
fective one, for credit is available through too 
many channels and intermediaries to be ar- 
bitrarily cut off. 

Looking back over the past year it seems 
clear that the stock market speculation, with 
the real estate speculation that has gone with 
it, have not been unmitigated evils, for had it 
not been for the absorption of credit in these 
fields the large supplies of funds available 
would doubtless have made themselves felt on 
commodity prices and we should have had a 
great deal more difficulty than has actually 
been experienced in avoiding commodity price 
inflation with all its attendant evils. Stock ex- 
change panics are not likely to do much 
damage elsewhere unless there is an over 
extension of credit elsewhere. Industry and 
trade are not likely to be seriously affected 
until credits and prices in their own field are 
shaken, but inflation has the same effects and 
penalties there as in the stock market. The 
greater the volume of credit in proportion to 
the volume of business, the greater the risk of 
disturbance to the even flow of business, and 
the more serious the interruption is likely to 
be. There is no getting away from this prin- 
ciple. The increasing use of credit tends to 
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make the entire business situation more sen- 
sitive to minor fluctuations and disturbances. 
It loses its equilibrium more easily because 
the inverted pyramid stands on a smaller base. 


Installment Buying 


This is the fundamental consideration in the 
much-discussed subject of installment buying. 
It is evidently true that there has been a ver 
considerable increase in the use of the install- 
ment system in some lines of trade, and many 
important questions are raised as to the 
effects. There is a large body of responsible 
opinion which regards this growth as a serious 
menace to our prosperity and condemns it in 
sweeping and emphatic terms. Illustrating this 
point of view we quote as follows from an ad- 
dress recently delivered before the. Western 
Division of the Savings Bank Section of the 
American Bankers Association by Mr. A. L. 
Mills, President of the First National Bank of 
Portland, Oregon, and one of the leading bank- 
ers of the Pagific Coast: 


Can anyone view the vast expansion of retail credit 
throughout the country with other than alarm? High 
pressure salesmen are striving to crowd two years’ 
business into one, and so long as the deluded pur- 
chaser can be persuaded to sign on the dotted line, 
the time limit is inconsequential. 

What’s the result? Wage earners are mortgaging 
future earnings for the gratification of present day 
pleasures without thought of the morrow that may 
bring with it sickness or unemployment. The Federal 
Reserve Bank of Boston reports that “Installment 
accounts outstanding in November last were 110% 
above those of the preceding year”’—and this in thrifty 
old Massachusetts, the home of Calvin Coolidge! How 
elsewhere? “The public charities officials in the vicin- 
ity of the Twin Cities—St. Paul and Minneapolis— 
have reported unofficially an increase in the number 
of charity applicants who have come to grief through 
undue installment buying.” 

i The Parmers' Laan, ent 
Trust Company reports that it appears a 
90 per cent of all furniture, 80% of all phonographs, 
15% of all automobiles and washing machines, 65% 
of all vacuum cleaners, etc., etc., are sold on the 
installment plan.” As it is in Boston 

But why add to the evidence? s s in ston, 
the Twin. Cities and Philadelphia, so it is here and 
everywhere in the United States, installment buying 
leading pur people into a morass of debt that will 
engulf them unless the dangers of the system are 
brought before them so forcibly that they ‘will resist 
the temptation. 


In our own view the installment system, 
when properly safeguarded, has a legitimate 
place in our financing system. It has been 
going on for decades and will go on. in the 
future. It has long been common in the sale 
of real estate, particularly house property, and 
in such cases has been always regarded as an 
aid to thrift because it pledged a certain part 
of the debtor’s income to the acquisition of 
property of permanent value. The plan plainly 
is above criticism when so used, and perhaps 
there is no better test of it than that it shall 
be employed for the acquirement of something 
that shall have permanent or productive value, 
or at least not interfere with the accumulation 
of savings in such forms. It is a basic principle 


of sound finance, for individuals as well as for 
corporations, that something shall be set aside 
out of current earnings with which to meet the 
emergencies or opportunities of the future. 
Life insurance is installment buying of the 
same character as that used in buying a home, 
and the two go well together. 


Where the use of installment credit repre- 
sents the extension of a convenience in buying 
to persons of established credit there will be 
little about it to criticize. When it occurs in 
the purchase of things that are not productive 
in themselves and that rapidly become less 
valuable with use it is particularly important 
that the person who buys on the installment 
plan should have the income he pledges as- 
sured to him for the time that he is committed. 
Few can have this assurance very far ahead, so 
that the element of time becomes a yardstick 
by which safe and unsafe installment buying 
may be measured. When forced beyond the 
safety line by sales pressure it constitutes an 
over-expansion of credit with consequences the 
same as result from over-expansion of credit in 
any other form. Such over-expansion is a 
violation of sound credit practice and it is 
these violations that we must be on the look- 
out for. 

That the plan stimulates business for those 
who use it is not disputed, and that is enough 
to keep it in use, unless there are undesirable 
results, but if this is at the expense of other 
lines of business there is no aggregate in- 
crease. Unless in the long run the aggregate 
earnings of the people are increased there can 
be no increase in the total expenditures. 

It is urged with considerable force that the 
system induces a more orderly and econom- 
ical buying by reducing the many small pur- 
chases by which incomes are frequently dis- 
sipated and concentrating such economies 
upon purchases more worth while. At last, it 
is everybody’s privilege to choose how he shall 
do his economizing and how he shall do his 
spending, and it is never to be forgotten that 
it is the desire to have the things we want 
which stimulates the ambitions and energies 
of the people and constantly raises the stand- 
ard of living. 


Building and Manufacturing 


Perhaps one of the most notable develop- 
ments of the month has been indications that 
the expansion of building operations may be 
moderating. Permit figures for 448 cities for 
February show a loss of 7 per cent from Feb- 
ruary a year ago, and although contracts 
awarded during that month continued to show 
gains, the totals early in March were reported 
to be falling slightly behind those of a year 
ago. Whether this is merely a temporary halt 
such as occurred last year at this time, or the 
beginning of a downward trend, it is still too 
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early to say. In the event that the latter 
proves to be the case it will not be unexpect- 
ed, for it has been felt for some time that some 
slackening in the high rate of building could 
not be long postponed. In any case there 
seems no reason to fear any sudden or drastic 
let down in this industry. The volume of 
work already under contract is very large, 
amounting to nearly a billion dollars for Janu- 
ary and February alone, and in the absence of 
any marked rise in building costs or tighten- 
ing of money it is more probable that activi- 
ties, if they have indeed reached their peak, 
will tend to taper off gradually. 


Enthusiasm for real estate developments, 
particularly in the vicinity of the larger cities, 
has by no means subsided, as one may readily 
see by a glance at the Sunday papers. To 
what an extent this will be overdone remains 
to be seen. There is no doubt that a great 
deal of sound development is still to be carried 
forward. As has been frequently pointed out, 
the increased standard of living in recent years 
and the use of the automobile have been rap- 
idly changing the character of our cities, and 
we have been pushing out more and more into 
the suburbs. These tendencies are not going 


to stop over-night, but it is evident that we 
have reached a period when greater discrimina- 
tion is likely to be called for in the carrying 


forward of these projects than has been neces- 
sary heretofore. Similar periods of enthusi- 
astic real estate development have occurred 
in the past and sometimes speculators have 
had to wait a long time for their money. There 
is always a tendency for people to think that 

“> . ° 4 ” 
conditions are somehow “different this time, 
but as a rule history merely repeats itself. In 
this connection it is interesting to note the 
following excerpt from the Commercial and 
Financial Chronicle of August 18, 1906, which 
reads almost as though it were taken from a 
current issue: 

The building of subways, tunnels, and bridges is 
bringing the remoter subrrbs in closer connection 
with the business and manufacturing districts of the 
city, and naturally this gives added value to land in 
these suburbs, and a boom in one suburb naturally 
tends to raise values in other suburbs somewhat more 
remote, and so the movement goes on. If one were 
to judge by the advertisements appearing in the daily 
papers, and particularly the Sunday editions of such 
papers, one would have to conclude that lots all over 
Long Island are soon to have the value of property 
on Manhattan Island.. Very tempting terms, too, are 
offered to persons of moderate means. Only a trifling 
amou.it of cash is required, payment of the remainder 
being distributed in fixed annual or semi-annual in- 
stallment over a term of years. 


Automobiles and Iron and Steel 


In the automobile industry production was 
stepped up sharply in February to 356,154 cars 
and trucks, or approximately 30 per cent above 
a year ago, and further expansion has appar- 
ently occurred in March, though reports late 


in the month were to the effect that the cold 
Spring weather had forced some curtailment. 
Dealers’ stocks have increased, in anticipa- 
tion of Spring demands, whether excessively 
or not depends on the extent to which buying 
comes up to expectations. While many in 
the industry agree that the total number of 
cars produced and sold is not likely to exceed 
last year’s figures, some of the individual com- 
panies apparently have been going ahead on 
the assumption that they are the exceptions 
that will prove the rule. 

The steel industry experienced a distinct 
revival of buying during the past month as a 
result of active consumption in the building 
and automobile industries, substantial orders 
for pipe from the oil industry, and renewed 
railway equipment buying. After falling back- 
ward in February, production during the past 
month has been increased and now bids fair 
to set a new high record. Thus far at least 
there is said to be no indication of the over- 
production that has marked the first quarter 
of recent years. A favorable development of 
the month and one which will tend to offset 
such slackening of steel buying as may occur 
in other directions is the indication of better 
business for locomotive companies. Last year 
was a very poor year for these companies, but 
substantial orders have already been placed in 
1926, with delivery in some cases requested as 
early as 45 days, indicating how closely many 
of the roads have been figuring their re-equip- 
ment needs. 

Textiles 


Conditions in the textile industries, on the 
other hand, continue unsatisfactory. Cotton 
goods business continues to be limited to bare 
necessities, the restraining factors being the 
large supplies of raw material on hand and 
uncertainty regarding the size of the new crop. 
The trade, however, takes courage in the small- 
ness of goods stocks at the mills. As one 
leading commission house phrases it, “It has 
been only the fear of accumulating stocks and 
not the stocks themselves that has told against 
the market.” That considerable business has 
been done, however, despite the unsatisfactory 
conditions is evidenced by the Census figures 
on February consumption which at 567,244 
bales were the largest for any February on 
record, 

The wool trade appears to be even slower 
than cotton. Buyers of wool goods continue 
to hold off to the last minute, and mills in 
consequence have bought very sparingly of 
raw wool which has shown a further decline. 
We note, however, a statement by the Ameri- 
can Woolen Company to the effect that orders 
received as result of the heavyweight openings 
in January and February have been ahead of 
a year ago and such as to assure profitable op- 
eration for the first half of the year at least. 





That manufacturers are making an earnest bid 
for business is indicated by the lower prices 
named on women’s fabrics for fall, following 
similar reductions made on men’s clothing at 
the earlier openings. 


In silks, the heavy production of recent 
months appears to be causing a moderate re- 
adjustment, accompanied by lower prices and 
some curtailment of production. Raw silk 
stocks, however, are not burdensome, and the 
general expectation is that with the approach 
of Spring weather any accumulations of goods 
that have occurred can be worked off without 
difficulty. 


Money and Banking 





During the past month the money market 
has experienced the usual sequence of events 
incident to the quarterly tax periods, and 
these movements, together with gold imports, 
various heavy private financial transactions, 
and the liquidation in the stock market, have 
obscured to some extent the underlying ten- 
dencies of the market. At this season of the 
year a moderate expansion in commercial bor- 
rowing and somewhat firmer money rates 
would be in order, and the failure of rates dur- 
ing the greater part of the month to reflect 
this tendency has been taken by some to mean 
a lack of demand for money for commercia! 
purposes. The available figures, however, do 
not bear this out. During the three weeks 
ended March 17, the latest available date, com- 
mercial loans of the weekly reporting banks in 
principal cities throughout the country in- 
creased $108,000,000 to a total $171,000,000 
above the January low point of the year and 
$226,000,000 above the total a year ago at this 
time. This indicates an upward trend which 
doubtless would have been reflected more 
markedly in money rates had it not been for 
the offsetting factors already referred to. 


Government Operations 


On March 15 approximately $713,000,000 of 
Government maturities and interest obliga- 
tions fell due throughout the country and were 
paid at the various Reserve banks, and on the 
23rd the Treasury made additional payments 
of $122,000,000 for Liberty third 414s tendered 
by holders in response to the Treasury’s offer 
to purchase made on March 1. As against 
these obligations and current needs during the 
next few months the Treasury collected up- 
wards of $490,000,000 in income taxes and had 
available as other principal credits in Reserve 
banks and depository banks $324,000,000 from 
previous receipts, plus $495,000,000 proceeds 
of the March 15th bond issue. 


By reason of the fact, however, that the 
heaviest Treasury payments occur at New 
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York and because income tax checks mailed 
on the 15th are not available for several days, 
the disbursements here on that date greatly 
exceeded receipts, with as a result the usual 
plethora of funds which was manifest chiefly 
in a reduction in the earning assets of the 
New York Reserve bank. Later in the month 
as the collection of revenue checks was com- 
pleted and excess funds were redistributed 
throughout the country, banks here again 
found it necessary to resort to the Reserve 
bank to maintain reserves, and call money 
which had ruled around 4% per cent most of 
the month rose again to 5 and 5% per cent, the 
levels reached in February. 


Other Influences 


Next to the Government operations, the 
effect of which was temporary, probably the 
chief influence for easy money during the 
month was the net import of approximately 
$40,000,000 in gold, chiefly from Canada, and 
bringing the total movement from that coun- 
try since the beginning of the year in the 
neighborhood of $66,000,000. While the sub- 
stantial discount that has ruled on Canadian 
exchange since the close of the crop moving 
season would under normal circumstances be 
enough to explain a flow of gold to this market, 
the existence of an embargo in Canada on 
such exports suggests that the shipments have 
been largely for Government account and pre- 
sumably in part at least for the purpose of 
meeting Canadian maturities in this market 
on April 1. As under the present legal re- 
quirements for bank reserves in this country 
every dollar of gold added to bank reserves 
tends automatically to become the basis for an 
expansion of deposits ranging from 5 to 10 
times the original deposit, depending upon the 
amount withdrawn in currency, the importance 
of so large an import movement as a factor in 
the credit situation is apparent. 


In addition to fresh credit supplies obtained 
through gold imports the market has been af- 
fected by the substantial liquidation of loans 
on stock market collateral. According to the 
figures now available for New York City banks 
whose reports cover more than 80 per cent 
of such lending, the total shrinkage in “street” 
loans between the middle of February and 
March 17 amounted to $335,000,000, and 
further substantial liquidation has taken place 
since then. The following table showing the 
street loans of these banks classified as to 
whether placed for their own account or for 
account of others, indicates the character and 
extent of the shrinkage during the past month, 
and shows also the movements since the first 
of the year when the publication of the figures 
was begun. 
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(In Millions of Dollars) 
For For 
For Account of Account 
Own Out-of-town of 
Account Banks Others 


1,338 1,239 
1,267 1,292 
1,232 1,306 
1,201 1,287 
1,222 1,280 
1,199 1,340 
1,159 1,354 
1,149 1,343 
1,125 1,321 
1,021 1,266 
1,033 1,175 596 

As a net result of March operations, loans, 
discounts, and investments of the New York 
Clearing House banks on the 27th were down 
only about $80,000,000 from a month previous, 
while aggregate earning assets of the Re- 
serve banks were also little changed. Hold- 
ings by the latter of Government securities 
and bills purchased, however, were down $23,- 
000,000 and $50,000,000 respectively, while 
member bank rediscounting was up $78,000,000 
to $618,000,000, the highest since last Decem- 
ber and $240,000,000 above a year ago at this 
time. 

April should afford a clearer view of money 
tendencies. Present indications, however, 
point to a sustained demand for funds for com- 
mercial purposes, and this, together with the 
increased effectiveness of the Federal Reserve 
rates as the result of heavier rediscounting, 
are factors worth taking into account in mak- 
ing any prognostications. With the Canadian 
gold movement doubtless near its conclusion 
and our trade balance with the world running 
to an excess of imports further gold imports 
on a large scale do not seem probable. 


The Bond Market 


The resumption of the downward trend in 
stock prices quite naturally found its reflection 
in the bond market. Liquidation of bond hold- 
ings almost inevitably follows the weakening 
of speculative accounts, for it is through this 
means that protective funds are usually most 
easily derived. The declines, however, in bond 
averages were moderate. High grade bonds as 
a rule were little affected, recessions being 
most evident in the speculative issues and those 
convertibles whose present market price is 
largely determined by the conversion feature. 
While the stock market reaction has slowed 
down the bond market pereceptibly, it is gen- 
erally thought that its long range influence will 
be to divert to conservative investment chan- 
nels much money which heretofore has been 
used exclusively for speculation. 

The Dow-Jones average for forty listed do- 
mestic corporate issues, (10 high grade rails, 
10 second grade rails, 10 industrials and 10 
public utilities), on March 25th was 94.03 
compared with 94.33 on February 25th, and 
94.49 the high for the year, thus making the 


2,804 





average decline less than half a point. The 


average on March 25th a year ago was 91.33 or 
approximately 2.70 points under present levels. 


New U. S. Financing 


On March 7th the United States Treasury 
Department announced a new issue of $500,- 
000,000 of thirty-year 334 per cent bonds to 
take care of March 15th Government maturi- 
ties. The bonds are non-callable during the 
first twenty years and were offered at 100% 
and interest. This is the first piece of long 
term financing by the Government since 
March of last year when an additional allot- 
ment of 4s was sold at 100%. The rate is also 
the lowest at which long term bonds have 
been issued by the Treasury since the First 
Liberty Loan offering in 1917. The coupon 
rate on United States Government loans has 
been steadily declining. The first offering 
since the Liberty loan was made in October 
1922—par for 414s; the second was in Decem- 
ber 1924—par for 4s; the last was made a year 
ago, an additional allotment of 4s at 100%. 
In spite of the fact that the rate was the lowest 
since 1917 and that the bonds were offered at 
a premium, the issue was well received in all 
sections and was over-subscribed by nearly 


$150,000,000. 
The Public Utilities 


Anticipation of an early passage of a law 
legalizing certain public utility bonds as in- 
vestments for savings banks in New York 
State has been reflected in firm prices for high 
grade issues generally in the New York 
market. The proposed law is rather stringent 
in its requirements, but if passed will open a 
field which heretofore has been effectively 
closed even for public utility bonds of the very 
highest grade. Approximately seventy-five 
issues of power and light bonds will be ac- 
ceptable under the law, as well as about ten 
different issues of the American Telephone 
and Telegraph Company. The introduction of 
this measure in the New York Legislature is 
simply the reflection of a broader movement 
among the states which promises to place 
high grade utility bonds on a basis for trustee 
and savings bank investment comparable with 
that of high grade rails and municipals, 

The largest public utility offering during the 
month was an issue of $36,000,000 Philadel- 
phia Electric Power Company First Mortgage 
5¥%s, the proceeds of which will be applied 
toward the cost of the Conowingo Hydro- 
Electric development on the Susquehanna 
River. The bonds are virtually guaranteed 
by the Philadelphia Electric Company, one 
of the outstanding electric systems in the 
world, which does practically all the central 
station electric light and power business in 
Philadelphia and in the manufacturing dis- 
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tricts along the Delaware River to the south, 
including the city of Chester. 


Municipals in Good Demand 


Neither government refinancing, the reduc- 
tion in income taxes or weakness in the stock 
market had any appreciable effect upon mu- 
nicipal bond prices. New offerings of the 
first class, embracing the obligations of larger 
cities, were considerably below the demand, 
but the influx of second class bonds, those of 
smaller cities and political subdivisions, was in 
fair volume. Institutions and larger private 
investors are buying readily at present levels. 
Dealers everywhere report a shortage of high 
grade offerings and are competing sharply for 
business. 

While the level of municipal prices today is 
high, municipal bonds are not expensive when 
compared with high grade corporate obliga- 
tions. Prices of corporation bonds in general 
have been on the upgrade for many months. 
Municipals, on the other hand, declined dras- 
tically last year and apparently fully discounted 
all adverse effects of the new Revenue Bill. 
Reduction in income taxes has of course less- 
ened the value of the tax exemption feature, 
but tax savings in the upper surtax brackets are 
still sufficient to justify present levels. The 
budgeting of United States Government ex- 
penses, aimed at more efficient and economical 
business administration, is having a salutory 
effect upon municipal expenditure everywhere 
and new bond issues are being more closely 
scrutinized than ever before. As a result, 
there is little prospect of any substantial in- 
crease in the volume of forthcoming munic- 
ipal offerings. The market seems firmly 
established at its present levels. 

Among the important new offerings of the 
month was that of the Port of New York 
Authority—$14,000,000 of 4%4 per cent Bridge 
Bonds, due serially from 1932 to 1946 and of- 
fered at par and interest. The Port Authority 
was created some years ago by agreement be- 
tween the states of New York and New 
Jersey, with the approval of Congress, to deal 
with the difficult transportation problems 
arising from the congestion at the port of New 
York. It has made extensive surveys and 
has laid plans for needed facilities such as 
bridges, docks, etc., but the present issue is 
the first it has offered for sale. The bonds are 
a direct and general obligation of the Port 
Authority and will be secured by first lien 
upon revenues und tolls arising out of the use 
of two bridges to be constructed between New 
Jersey and Staten Island. A conservative es- 
timate of revenues, based upon present traffic, 
indicates that these improvements will de- 
velop a substantial surplus annually over and 
above interest and principal requirements. 
The bonds are exempt from all Federal income 


taxes and are tax free in the states of New 
Jersey and New York. They were quickly 
over-subscribed and have been actively traded 
in since at prices ranging from one to two 
points above the original offering. 


Foreign Exchange 





The continued difficulties experienced by the 
French Government in balancing its budget 
have been reflected by further weakness in the 
franc which on March 29 reached a new low 
record of 3.40 cents. Dispatches at this writ- 
ing, however, indicate that Finance Minister 
Peret has been able to secure an agreement of 
a majority of the Chamber of Deputies Finance 
Commission to a program of taxation for a 
complete balancing of the budget, and the 
measures now go to the Chamber itself. What 
the outcome will be there is problematical. 
Everyone is pretty well agreed that there is 
need of increased taxation, but there is serious 
disagreement as to who shall pay the taxes. 
As approved by the Commission the measures 
provide for an increase in the business turn- 
over tax, exempting however, small trades- 
people, and also small increases in taxes on 
wine, beer, tea, coffee, coal, and on the sale of 
real estate and commercial property and on 
certain amusements. 

Along with the weakness in French ex- 
change, Belgian francs about the middle of the 
month developed sudden weakness, apparently 
due to the breakdown of the Government’s 
stabilization plans which up to that time had 
appeared to be progressing satisfactorily. Of 
necessity such plans had included provisions 
for balancing the budget, and an official state- 
ment was to the effect that English bankers 
with whom negotiations were under way for a 
loan had demanded that the state railways be 
converted into a private industrial enterprise, 
in order to strengthen the Government’s finan- 
cial position. This meets with popular opposi- 
tion and with the socialist element in the 
parliament and cabinet. 

The weakness of these two exchanges is of 
course disturbing and provides an unpleasant 
reminder that European difficulties are by no 
means solved, but these events should not be 
magnified out of due proportion. Other ex- 
changes were little affected, and some curren- 
cies, notably Danish kroner and Japanese 
yen, continued to better their position. Tak- 
ing world conditions as a whole, and pro- 
viding the recently arisen political difficulties 
in Europe are settled amicably, the outlook is 
distinctly more hopeful than it has been at any 
time since the war. 

Until the world is still further along in its 
recovery from the war and its after effects we 
must doubtless expect to see the smoldering 
embers of the old conflagration breaking out 
here and there. We must learn, to distinguish 
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brush fires from conflagrations. One need not 
be an economic expert to do this well enough 
for most practical purposes. A simple rule-of- 
thumb test which anyone may apply is to 
measure the different nations in the light of 
the following points which constitute in order 
of importance five principal stages of economic 
reconstruction. 

1. Stable Government. 

2. Determination of debt. 

3. Balancing of budget. 

4. Stabilization of currency. 

5. Reorganization of industry. 

There is no way of reversing the order of 
these steps or of skipping a step. Progress in 
zach stage depends absolutely upon a complete 
fulfillment of the requirements of the stage 
preceding. By the application of this yard- 
stick one may be aided in distinguishing be- 
tween those disturbances which strike at the 
foundations of the economic structure and 
those which represent merely some house 
cleaning in the upper stories. 


The Burden of State Railways 

The question of the ownership of the railways 
which proved to be the stumbling block in the 
way of Belgian stabilization plans, is a particu- 
larly important one in those countries of Europe 
which are experiencing budget difficulties. 
Everywhere in Europe ownership of the rail- 
ways is burdensome to the governments be- 
cause they must be run at a loss in order to 
satisfy the public. The Dawes plan proposed 
that the state-owned railways of Germany, 
which were a charge on the treasury, be turned 
over to a corporation and they are now a 
source of revenue to the government and one 
of the important sources of reparation funds. 
The railroads of Belgium had a deficit of 
301,000,000 francs in 1923, 550,000,000 francs 
in 1924, and 457,000,000 francs in 1925. A cor- 
poration would relieve the treasury of this 
deficit, pay the government a return on the 
capital invested and save something for itself, 
by means of business management. It is true 
that the public would pay the bill, but it ought 
to pay what the cost of the service requires 
which always includes a return upon the cap- 
ital investment and for the administration. 
All industry would come to a standstill if busi- 
ness generally did not earn a return upon its 
investments. 

The French railroads, dominated by govern- 
ment control, are a continual burden to the 
public treasury. M. Clementel, Minister of 
Finance in 1924, in his inventory of France’s 
financial condition, stated the railroad deficits 
of 1921, 1922 and 1923 as 2,026,900,000 francs, 
1,147,300,000 francs, and 1,114,600,000 francs 
respectively. The situation remains about the 
same. In private hands and placed upon their 
own resources, these railroads undoubtedly 
would be made to pay by a readjustment of 


income and expenditures, but the report of the 
demands of foreign banks upon the Belgian 
government for the “industrialization” of the 
Belgian railways is received with concern and 
pronounced disapproval in France. If Bel- 
gium cannot stabilize her currency without 
transferring the railways to private companies, 
and if that is to be the condition of foreign 
loans, the outlook for France is bad. Public 
consent never can be obtained, it is said. On 
the contrary,.there is a strong demand that the 
government shall create more state monopo- 
lies, although those which it has produce de- 
ficits or insignificant returns, with service to 
the public by no means satisfactory. The 
same element in the parliamentary body which 
refuses to levy the taxes necessary to create 
a balanced budget wants more state monopo- 
lies, to be run on terms pleasing to the public 
rather than upon business principles. 

After all, however, the population of New 
York City cannot be said to be very different 
from that of Belgium or France. The city is 
in pressing need of transportation facilities and 
private capital cannot be had to supply them 
on the basis of a five-cent fare. The city 
asks the Legislature of the State to amend 
the law which fixes the municipal debt limit 
in order that the city may construct subways 
to be operated without expectation of profit, 
interest on the investment to be met from the 
general tax levy. There is the same refusal to 
face economic conditions and conduct public 
business upon sound business principles here 
as on the other side of the Atlantic. 


Dissension in the League of Nations 


If anybody had expected that the League 
of Nations would be able to function undis- 
turbed by the rivalries, suspicions and antag- 
onisms which have complicated the relations 
between the member nations in the past, he 
would have expected more than was reason- 
able or consistent with human nature. The 
practical view of the League is that these ri- 
valries, suspicions and long-existing antagon- 
isms are a menace to the peace of the world 
which cannot be immediately removed, and 
therefore must be put under observation and 
treatment by an international body which will 
at least afford the means of continual confer- 
ence, conciliation and publicity. 

The failure of the League to act favorably 
upon the application of Germany for admis- 
sion to membership, although this application 
was pursuant to the Locarno treaties, which 
had been hailed with approval in every coun- 
try, has been a very disappointing anti-climax. 
It is difficult to understand how any of the re- 
sponsible authorities who found genuine sat- 
isfaction in the Locarno results could bring 
themselves so quickly to acts which have all 
but dissipated the confidence and good feeling 
which they engendered. 
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It was one of the principal objects of the 
Locarno treaties that Germany should be 
brought into the League and become volun- 
tarily subject to its obligations and responsi- 
bilities, and one of the inevitable conditions 
that Germany should have a seat in the Coun- 
cil. Nobody questioned that if she entered 
the League she must have a seat in the Coun- 
cil by reason of her position as one of the 
great powers. That has been counted upon 
ever since the League was organized, just as 
it has been conceded that if the United States 
or Russia ever enter the League, either will 
be admitted to the Council. 

This being the situation, with Germany’s 
election to the League and the Council to be 
the final act completing and sealing the Lo- 
carno treaties, it is incomprehensible that 
when the Council met this act.should have 
been made contingent upon the election of any 
other nation to a seat in the Council. That 
was the one act to which apparently all mem- 
bers were committed and which was the im- 
mediate order of business. 

It was not said at Locarno that Germany’s 
election to the League and the Council must 
be coupled with the election of some other 
nation to the Council, and when that condi- 
tion was made afterward it was not unnatural 
that Germany should ask why. Was it as a 
counterpoise, as the newspapers quickly as- 
sumed? The intimation that a counterpoise 
was required was almost equivalent to a ques- 
tion as to Germany’s good faith—a bad start 
for the new relations hoped for under the 
Locarno and League obligations. The very 
act of completing the new pledges of good 
faith and good will should not be tainted by 
suspicion. 

The Council is the governing body of the 
League, but as it can act only by unanimous 
consent, the balancing of elements upon it is 
not of great practical importance. One vote 
is as good as a majority in preventing action. 
The League is not constituted to exercise co- 
ercive powers. It is a body for negotiation 
and conciliation. 


Composition of the Council 


The covenant or constitution originally pro- 
vided that the Council should be composed 
of the principal Allied and Associated Powers 
and four other members of the League, the 
latter to be elected by the Assembly annually. 
At the first meeting, in Januarv, 1920, four of 
the “principal Allied and Associated Powers” 
took permanent seats, to-wit, Great Britain, 
France, Italy and Japan, and four nations were 
designated for one-year memberships, as rep- 
resentatives of the Assembly. The second 
group consisted of Belgium, Brazil, Greece 
and Spain. At the noxt election by the Assem- 


bly Greece was dropped on account of 1ts un- 
settled political status and China chosen to 
the place, and in 1923 Czechoslovakia was 
substituted for China. In 1922, owing to 
growth of the League in numbers, two addi- 
tional seats in the Council were accorded to 
the Assembly, and filled by the election of 
Sweden and Uruguay. The one-year places 
at the present time, therefore, are held by 
Belgium, Sweden, Spain, Czechoslovakia, Bra- 
zil and Uruguay. 


The United States and Russia would be en- 
titled to seats in the Council on joining the 
League, under the original covenant, and 
with Germany would make seven permanent 
members and, with the six members repre- 
senting the Assembly, thirteen in all. It has 
been considered a grave question whether the 
Council ever should be larger than this, and 
even more doubtful whether the number of 
permanent members should be _ increased. 
There is danger that the body may become 
unwieldy, unable to agree upon anything and 
suffer in influence. The larger nations cannot 
accept the theory of complete equality of in- 
terests, and urge that under the rule re- 
quiring unanimity the smaller nations are 
completely protected against aggressive pol- 
icies and sufficiently represented to have their 
views presented. It is obviously difficult to 
draw the line on admission to the Council, 
but every admission from now on will make it 
more difficult and unless the line was drawn 
somewhere the idea of two bodies would have 
to be abandoned. 


Polish Claims 


Before the recent meeting of the League con- 
vened it was known that Poland had aspira- 
tions for a seat in the Council, and that oppo- 
sition existed on the general grounds men- 
tioned above. When it became known that 
Poland expected to be elected with Germany 
the situation became acute. Germany prompt- 
ly let it be known that she expected to be 
elected to the Council as at present consti- 
tuted, according to the understanding at Lo- 
carno, and would not accept an election along 
with Poland. 


Sir Austen Chamberlain and M. Briand have 
stated that the question of enlarging the Coun- 
cil was not a new one, but quite independent 
of the election of Germany, and that other can- 
didacies were entitled to be considered upon 
their merits. In his final statement the British 
minister declared that a misunderstanding had 
arisen, “owing to a regrettable failure upon 
either side to mention a point which was of 


_ critical importance.” 


73 


Public opinion in Great Britain quickly took 
the view that a great mistake had been made 
in complicating the admission of Germany by 
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connecting any other proposal with it, and that 
the way to have Poland’s candidacy considered 
on its merits was by having it acted upon after 
Germany’s admission. 


Meanwhile Spain and Brazil developed as 
candidates for promotion from yearly member- 
ships, and M. Briand supported them also. 
French opinion has seemed to be favorable to 
the claims of the small nations to something 
nearer to equality with the large ones, and 
Sir Austen Chamberlain has seemed to favor 
concessions in that direction, although British 
opinion generally is adverse. The small na- 
tions, however, in this instance, seem for the 
most part to have taken the view that Ger- 
many’s case should be acted upon alone at 
this time. 


In the midst of the confusion the represen- 
tative of Sweden, M. Undin, became the center 
of interest, for he took a decided stand against 
any action but the admission of Germany and 
of course held a veto power. Furthermore, he 
joined in an offer which almost ended the 
deadlock. As a way out of the impasse 
Sweden and Czechoslovakia made a sacrificial 
proposal to resign their seats as yearly mem- 
bers and permit Poland and Holland to be 
chosen in their stead. Germany made a con- 
tribution to harmony by assenting to this plan 
and Poland acquiesced, but Brazil blocked the 
consummation by refusing to assent to any 
elections unless she was given a permanent 
seat. It was necessary to adjourn the Council 
without accomplishing anything, leaving Ger- 
many outside. Her application goes over to 
the regular meeting of the League next Sep- 
tember. 

Evidences of Harmony 


The closing utterances of the foreign minis- 
ters of Great Britain, France and Germany 
indicated that they had come closer to each 
other at the end of the meeting than they were 
at the beginning. M. Briand commended the 
dignified attitude of Germany and Herr Strese- 
man said that he considered the Locarno 
treaties in force politically although not juridi- 
cally. He would continue to work for the 
League, but regretted that the non-action of 
the Council would create an unfavorable im- 
pression in Germany. Sir Austen Chamberlain 
stated that the original difficulty over Poland 
had been entirely overcome and that the fail- 
ure to admit Germany into the League was 
wholly due to the refusal of Brazil to with- 
draw its opposition to Germany’s receiving a 
seat in the Council. The chief part of his 
statement is given below: 

Mr. President, Ladies, and Gentlemen,—The Report 
of the First Committee has been in your hands for 
some time. It answers in the affirmative the ques- 


tions which it has been customary to put when exami- 
ning a request for admission of some nation, and it 


recommends the acceptance of the German request 
and an approval of her entry into the League 

But, ladies and gentlemen, it is known to us all 
that from the first the German Government made its 
demand subject to one natural, reasonable condition, 
namely, that if and when she enters the League she 
should receive a place on the Council consonant with 
her great position and influence. It was necessary, 
therefore, that before I could propose to you to give a 
vote which by itself made Germany a member of the 
League, we should be assured that this further and 
most reasonable request would receive satisfaction. 


The declaration which has just been made by the 
representative of Brazil shows that the members of 
the Council are not in a position to give that assur- 
ance, and under those circumstances it is impossible 
for me, having regard to the duty of loyalty that we 
owe to Germany herself, to propose that at this 
moment you should make her a member of the 
League. 


When we all came to Geneva we found there had 
arisen, suddenly and owing to a regrettable misunder- 
standing—I might even say owing to a regrettable 
failure on either side to mention a point which was 
of critical importance—some difficulties in the way of 
immediate acceptance of Germany. At one moment 
the difficulties extended to the ranks of the Powers 
who signed the Protocol of Locarno. I am profound- 
ly happy to be able to say that all the difficulties 
which existed within the ranks of the seven Locarno 
Powers have been removed and that if they had been 
the only obstacle at this moment we might hope for 
the entry of Germany to-day and that she might re- 
ceive her permanent seat upon the Council, and this 
new acquisition of force and strength to the League, 
this new pledge for stability and peace would be 
realized, as we all earnestly trusted that it might be. 


And I cannot merely record that those difficulties 
have been removed. I must add that they were re- 
moved by the generosity of two members of the Coun- 
cil and the States which they represent. One of them 
was numbered among the Locarno Powers and one 
of them had no occasion to participate in the Locarno 
meeting. I can only say that it was with profound 
emotion that I listened to the offer which they made 
and which solved our difficulty, an offer which shows, 
if any proof were needed, how deeply both are at- 
tached to the cause of world peace, how profound is 
the devotion of both to the interests of this great 
League and all it stands for, and how deep must have 
been their sense of the disaster which menaced us 
all if the entry of Germany were not now accomp- 
lished. I desire on behalf of the British delegation— 
and I know I speak the mind of all my colleagues 
from the Dominions and India—here from this tri- 
bunal to express our deep appreciation of the gener- 
ous and unselfish, indeed noble, eonduct of Sweden 
and Czechoslovakia. 

It is, indeed, a tragedy that when the difficulties 
had been removed, when there was no longer the 
danger that Europe might again be divided into the 
two camps of a few years ago, when by surmounting 
these difficulties we had not only not injured or im- 
peded the work of reconciliation which was in prog- 
ress, but had given new proof of how deeply its root 
had struck and had shown that even under such a 
strain that work had continued and would continue, 
another obstacle has arisen in our task, and the 
unanimity of the Council is not secured. 


League Has Not Failed 


In our opinion, while the affair shows the 
difficulties which constantly attend upon any 
plan for maintaining a working international 
organization for the promotion of good under- 
standing, it would be a mistake to jump at 
the conclusion that such disagreements are 
likely to disrupt the League. The League can 
be brought to a standstill in any policy by 
the opposition of even a single member, but 
that is not a fatal weakness. Its field is nec- 
essarily circumscribed. It cannot become a 
super-government, and would be soon wrecked 
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if it attempted to be one. Its function is that 
of a clearing house for discussion, negotiation 
and the disposition of international problems 
by mutual understanding, and the force of 
public opinion. Something of that kind there 
must be and there is nothing that could take 
its place which would not encounter similar 
difficulties. 


The overshadowing fact is that in order to 
escape utter ruin the nations of Europe must 
not only avoid war for at least a generation, 
but they must somehow reduce their expendi- 
tures upon armies and war equipment in or- 
der to cope with their economic problems. 
They must balance their budgets, stabilize 
their currencies, reduce taxation and find capi- 
tal for the improvement of their industries, or 
they will be swamped in a sea of social 
troubles. There is no other folly equal to 
that of spending vast. sums in preparation for 
war with each other at the cost of common 
bankruptcy and ruin. The responsible public 
men of all countries realize this, and are not 
likely to abandon the effort for cooperation 
which the League represents. They know 
that the millenium will not be established by 
the League, but they know also that they 
cannot cease trying to work together. 


The Agricultural Outlook 


The United States Department of Agricul- 
ture, according to custom at this season in 
recent years, has issued a pamphlet prepared 
by the staff of the Bureau of Agricultural Eco- 
nomics upon the Agricultural Outlook for 
1926. The purpose is to review the situation 
in detail before the planting season, and lay 
before the farmers the information gathered 
by the Department which may be serviceable 
to them in planning for the season’s produc- 
tion. The Department does not profess to do 
the impossible, but it undertakes to make a 
study of the probable trend of supply and de- 
mand as to the chief farm products, and thus 
give the entire body of farmers as reliable a 
basis for calculations as any speculator in 
farm products can have. After the scientific 
research work which the Department carries 
on, this probably is the most practical and val- 
uable aid which the Government can render 
to the farmers. 


The prices of farm products in the future 
are more likely to be affected by changes on 
the side of supply than on the side of demand, 
for food has a first claim on all incomes. The 
consumption of foodstuffs should be fairly 
steady, or on a gradually rising scale with 
the growth of the population and improving 
industrial conditions in Europe. Despite the 
showing of unemployment in Great Britain, 
the population of that country is well-fed, 
judging by the statistics of imports. Assum- 
ing a gradual recovery of agriculture in Rus- 





sia, it is not to be expected that Europe will 
take more grain from us, but under prosperous 
conditions it doubtless will take more of meats 
and certainly more cotton. The grain impor- 
tations of Europe will vary with the fluctua- 
tions of the crops, and particularly with the 
Russian production, and the Department now 
has an organization qualified to promptly ob- 
tain all available information upon crop pros- 
pects in all countries. 

In the United States price fluctuations al- 
ways have been chiefly due to fluctuations in 
supplies, but a constant increase of demand 
results from an annual increase of nearly 
1,500,000 in the population. The important 
considerations at home are to maintain bal- 
anced relations between the feed crops and 
the farm animals which consume them, and 
counteract by diversified production the fluc- 
tuations in the yield of particular crops due 
to weather conditions. 

The report sums up the state of agriculture 
in this country at the beginning of the year 
1926 as follows: 

During the last year agriculture as a whole has 
made further progress toward normal stability. Ap- 
parently the heavy net movement of population away 
from the farms has declined. Farmers have paid off 
@ substantial amount of indebtedness. Increased 
sales of fertilizers, machinery, fencing, and building 
materials indicate that the farm productive plant is 
being restored. 

The gross income from agricultural production for 
the present 1925-26 season will about equal the 12- 
billion-dollar figure of the previous year. The in- 
dicated purchasing power of farm products in terms 
of nonagricultural commodities averaged 89 for the 
year 1925 (the five years immediately preceding the 
war being considered as 100). This index has risen 
about 5 points per year since the low 1921 average of 


69. During the last three months, however, it has 
stood at 87. 

The trend of total crop acreage has been slightly 
downward in recent years, while population has been 
steadily increasing. The production of the principal 
crops has been at approximately the 1919 ievel dur- 
ing the last three years. Marketings of meat ani- 
mals, on the other hand, declined materially during 
1925 and represent the turn from the peak of the 
animal production cycle, reached in 1924. 

In short, agricultural production has been so re- 
adjusted that the farming industry as a whole is now 
in the best general position since 1920. An im- 
portant feature of this readjustment has been the 
better general balance finally achieved in livestock 
production. However, feed-crop acreages last year 
were so large that the production of most of these 
crops resulted in prices too low to be satisfactory 
to those who raise such crops for sale. 


This is hopeful and encouraging, as show- 
ing that natural economic forces are work- 
ing a restoration of normal conditions. In 
considering that the purchasing power of farm 
products averaged 89 in 1925 as compared 
to 100 in the five years before the war, it 
should be considered that the five years pre- 
ceding the war were high years of agricultural 
prosperity, and that land values were rapidly 
increasing in the fifteen years preceding the 
war. In fact, during these fifteen years the ag- 
gregate value of all agricultural lands doubled 
while that of lands in the Middle West con- 
siderably more than doubled. Rising values 
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for farming lands have two direct effects 
in stimulating farm production: (1) more 
intensive culivation, and (2) an increase of 
acreage. They stimulate expenditures for 
drainage and otherwise improving the exist- 
ing farms, and in a country like the United 
States, which has large areas of lands whose 
quality has not previously invited develop- 
ment, it stimulates further expansion. Then 
came the war with rising prices, which stimu- 
lated further development, and since the war 
the reaction which has caused distress. 


Crop Conditions 

The Department calls attention to the fact 
that for the last two seasons the rate of world 
production of cotton has exceeded the rate of 
world consumption, and although the surplus 
is not as yet burdensome, considers that an- 
other crop as large as that of 1925 probably 
would lower the price-level. It recognizes, 
however, that the yield per acre was consid- 
erably higher in 1925 than over the last five 
years, and that the conditions as to both 
weather and weevil may not be as favorable 
this year. Apparently the Department thinks 
that the acreage of last year, with the acre- 
age yield of the past five years, would be the 
most satisfactory outcome for this year. Ef- 
forts are being made by the farmers’ organi- 
zations to reduce the acreage, apparently with- 
out much success, but the cold, wet weather 
in the South during recent weeks may accom- 
plish the same result. With domestic mill 
stocks on March | approximately 290,000 bales 
above last year, and exports for the season up 
to March 1 nearly 246,000 bales below the 
corresponding period of a year ago, prices 
went into new low ground early in the month. 
The unfavorable weather reports, however, 
continued to be more and more of a factor 
in making the market and later in the month 
prices firmed up somewhat despite further lag- 
ging in exports and the bearish ginnings re- 
port, making the past year’s crop 16,103,000 
bales without linters compared with 13,640,000 
in 1924, 

The report takes note of the fact that the 
customs tariff has maintained the price of 
wheat east of the Rocky Mountains well above 
the foreign level, excepting the durum variety. 
Present wheat prospects in other countries 
are for smaller yields than in 1925. This is 
especially true of the Argentine and Austral- 
ian crops, now harvested. The soft winter 
crops of this country probably will be no 
larger than last year, but the hard wheat crop 
probably will be larger. On the whole the 
Department thinks the outlook for the Spring 
wheat growers is promising. Acreage planted 
to Spring wheat showed a decline of 1.8 per 
cent from last year, while for oats and bar- 
ley increases of 4.6 per cent and 5.7 per cent 
respectively are shown. 


Despite the large corn surplus of last year, 
this year’s intended plantings disclose a de- 
crease in acreage of only one-tenth of 1 per 
cent. The report definitely names the prin- 
cipal factor in the low price of corn in the 
following paragraph upon that cereal: 


A corn acreage the same as in 1925 with average 
yields will be sufficient to meet feeding and commer- 
cial requirements as fully as in 1925. A yield slightly 
above average and an increase in acreage coincident 
with decreased feeding requirements for hogs and 
cattle were principally responsible for the low prices 
now prevailing. Although the low prices have stim- 
ulated the commercial uses for corn this outlet re- 
quires only a small part of the crop and the feeding 
demand should be given particular attention by 
corn growers. 


In this connection, it may be mentioned 
that the figures for hog receipts at Chicago 
in the month of January, 1926, show an aver- 
age weight of 233 pounds, which compares 
with 220 pounds in January, 1925, and that 
receipts at Omaha averaged 25 pounds heavier 
than January, 1925, the result of longer feed- 
ing on account of the high prices ruling for 
hogs. The editor of the “Iowa Homestead,” 
one of the oldest and most widely circulated 
farm papers of the Middle West, calculates 
that by reason of the advance in the feeding 
values of corn, Iowa, 1925 crops of that cereal 
will realize $120,000,000 more to the farmers 
than the crop of 1924. 

The department report summarizes the out- 
look for cattle, swine, sheep, poultry and the 
dairy industry in the following paragraphs: 


Both the immediate and long-time outlook for the 
cattle industry now appear more favorable than in 
recent years. The number of steers is the lowest 
in many years, with present breeding stocks appar- 
ently large enough to supply as much beef as it 
will pay cattle producers to raise. A reasonably 
constant demand for beef is anticipated, and no pros- 
pect of early competition in our markets from for- 
eign sources is in sight. 

The outlook for the swine industry throughout 
1926 appears very favorable, with indications that 
hog prices will be maintained at high levels. The 
number of hogs in the areas of commercial produc- 
tion is the smallest since 1921 and for the entire 
country the smallest in many years. Stocks of pork 
and lard are the second smallest in ten years and 
the present strong domestic demand for pork prod- 
ucts seems likely to continue through most of the 
year. 

The dairy industry as a whole is in a relatively 
strong position. The number of dairy heifers on 
farms has been decreasing since 1922 and the num- 
ber of milk cows on farms is slightly less than a 
year ago. Some slight increase in numbers of young 
stock during the next two years may be desirable. 
However, if the present trend in foreign production 
continues upward and unless consumption in Europe 
continues to increase, foreign competition in our 
markets will likely become more important. 

Indications are that 1926 will be a good year for the 
sheep industry, though possibly not quite so favor- 
able as 1925. If favorable weather conditions pre- 
vail during lambing time slightly larger lamb pro- 
duction in 1926 will result. A gradual slackening in 
the demand for both lambs and wool in late 1926 and 
in 1927 seems possible. There could be a further 
increase, however, in lamb and wool production in 
some sections at a profit, as contrasted to alternative 
enterprises. 

The market for poultry, at least during the first 
six months of 1926, will probably be better than 
during the same period in 1925 when heavy storage 
stocks of dressed poultry had a depressing influence. 
Egg production is increasing and prices probably will 
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range lower than last year. Receipts at terminal 
markets in January were 50 per cent larger than 
in that month of 1925. 

The report utters a warning against a gen- 
eral rush to plant potatoes this year, following 
the high prices on the last crop. It says that 
the short crop was due to reduced yield rather 
than to reduced acreage, and that the same 
acreage replanted is likely to give all the po- 
tatoes needed. 

The Department evidently considers that 
the important thing is to hold production 
steady, about on the present basis. It utters 
several admonitions against rash moves to in- 
crease the acreage, but admonitions probably 
would not amount to much if the idea should 
get abroad that the Government was about to 
inaugurate a policy of stabilizing, prices on an 
artificial level. A moderate improvement in 
the prices of several products will place agri- 
culture back in the pre-war relation with other 
industries. That improvement is on the way, 
but anything that will stimulate an increase 
of acreage will give it a set-back. 


Regulation of Production by Price 


The only countries in which anything like 
rapid agricultural expansion may be looked 
for are Russia, Canada and the United States. 
Russia was a great exporter of foodstuffs be- 
fore the war and there has been talk of large 
exports from there in each of the last three 
years, but they have not been forthcoming. 
Last year’s large promises failed almost 
wholly, and it is now said that but little grain 
will come out this Spring. It is a country of 
very uncertain rainfall. Moreover, the gov- 
ernment controls exports and imports and 
the peasants do not get enough for their grain 
in the form of desirable goods to encourage 
them to produce or sell. 

The Canadian grain acreage has been 
about at a standstill for several years, al- 
though the volume of production has fluctu- 
ated very much. The Canadian output might 
increase largely if prices were maintained 
around the present level. The United States 
is still a country of large possibilities for all 
kinds of farm products. It is well, in the 
broad view, that this is so. It would be a du- 
bious outlook indeed for the population of the 
future if there was reason to believe that this 
country had reached the limit of food produc- 
tion. The only effective control over the 
volume is that expressed by price. 


A Curious Theory of Extremes 


The editor of a farm journal published in 
the Middle West, addressing a conference of 
clergymen and laymen, recently made the 
extraordinary prediction that within about 
thirty years the pressure of high food prices 
“will cause violent outbreaks in the way of 
strikes, revolution or war.” As he is an ex- 


ponent of the theory that government inter- 
vention is necessary to save the farmers from 
immediately impending ruin, his theory ap- 
parently is that the farmers will suddenly all 
quit their jobs, either on a strike or because 
they can do better at something else, and that 
thus the period of dire scarcity will be in- 
augurated. It seems much more probable 
that those who are farming under the greatest 
disadvantages will quit first, and that as they 
quit the surplus which weighs down the 
markets will disappear, prices will rise and the 
exodus from the industry will naturally cease. 
Apparently that would be a very normal pro- 
cedure, advantageous both to those who quit 
for better jobs and those who stay on. 


The Export Corporation Idea 

The chief argument in behalf of dumping a 
portion of our agricultural products abroad 
at a loss in order to make prices higher at 
home is that owing to the great fluctuations 
in the volume of the crops it is necessary for 
the farmers to produce an excess in order to 
be sure of having enough, and that the public 
ought to be willing to pay for the excess since 
it is for the public’s own protection. There is, 
however, no obligation upon the farmer to do 
anything for the public which is unprofitable 
for himself. If he is deliberately producing 
an excess he should cease doing so. He will 
be entirely justified in governing his policies 
with a view to making a fair profit, and of 
solving doubts in favor of himself. Of course 
that is just what he does do as well as he can. 
It is safe to say that the people who are farm- 
ing are doing that because on the whole, not- 
withstanding bad seasons occasionally, they 
like farming better than anything else and be- 
lieve they are doing as well at it as they would 
be likely to do at anything else they know of. 
There is no reason to suppose that anybody 
continues to farm who really thinks otherwise. 
If he does he continues from pure inertia, and 
probably might as well continue as change. 
In short, if the compensation of farming is 
lower than that of other occupations, the 
fundamental reason is that there are too many 
people voluntarily doing it. When more of 
them determine to do something else the com- 
pensation of farming will rise. The markets 
are constantly showing a readiness to rise 
whenever the receipts of any product fall off. 

In a well adjusted agriculture the surpluses 
of some years should offset the deficits of 
others, but the fluctuations ordinarily are not 
very large when the crops of all parts of this 
country and all parts of the world are included 
in the account. Ordinarily the increased for- 
eign movement which is naturally stimulated 
by a declining price, together with an increased 
holding which naturally results among fore- 
handed farmers and dealers at home, takes 
care of the surplus. There is no objection to 
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cooperative methods of dealing with the sur- 
plus, but to ship it out of the country, especi- 
ally at a loss, would deprive us of the carry- 
over which is needed in years of short crops. 


The forehanded farmer who controls his 
own acreage by means of an independent 
carry-over of his own, and who practices a 
seasonable diversification of crops, never has 
found the yield fluctuations an insuperable ob- 
stacle to success. The problem is no different 
from what it always has been, and always 
there have been plenty of people who were 
ready to farm under existing conditions. That 
is why the conditions continue to exist. 


Recovering in North Dakota 


In December, 1923, the Department of Farm 
Management and Farm Economics of the 
North Dakota Agricultural College conducted 
an intensive survey of the farm credit situa- 
tion in four townships of Foster County, 
North Dakota. 

The object of this survey was to determine 
accurately the credit status of a number of 
farmers in a typical “all-wheat” section of 
North Dakota, these data to be used in support 
of the so-called “Diversification Loan Bill” 
(S.2250) introduced in Congress early in 1924. 
This bill sought to provide a $50,000,000 ap- 
propriation by Congress to be used as a re- 
volving fund for making loans to certain farm- 
ers in “the wheat areas” with which to pur- 
chase a nucleus of livestock, to promote a 
“permanent system of self-supporting agricul- 
ture.” This bill did not pass, but the results 
of the investigation: were published by the Col- 
lege. 

In December, 1925, a re-survey of the same 
four townships in Foster County was con- 
ducted by the same institution, for the purpose 
of discovering what changes in the financial 
condition of these farmers had taken place 
in the two-year interval. 


What the Re-Survey Shows 


Following is a summary of the comparative 
showing of the two surveys: 


By tabulating the 1925 data in parallel with those of 
1923, it is possible to obtain a fair measure of such 
changes in the relative economic position of these 
North Dakota farmers as have occurred over the two- 
year period which has elapsed since the original sur- 
vey was made. 

It was found that of the total 106 farmers who 
were interviewed in 1923, five had left the State and 
one had died. Of the remaining 100 farmers who 
were interviewed in 1923, schedules were secured 
from ninety-five. Four of these ninety-five sched- 
ules eventually were thrown out because of incom- 
plete data, leaving a total of ninety-one Foster 
County owners and renters from whom the identical 
information was obtained in 1925 as had been se- 
cured two years earlier. 


Examination of the seventeen tables which make 
up the statistical section of this report will reveal 
many interesting comparisons. For the sake of brev- 
ity, however, only the following outstanding compari- 
sons are made in this summary: 


Between 1923 and 1925, the average net worth of 
46 farm owners in Foster County, N. D., increased 
$2,333—from $15,859 to $18,192. The average net 
worth of 38 tenant farmers increased $1,525—from 
$1,397 to $2,922. 

The increases in net worth came about through 
both increases in assets and decreases in liabilities. 
The 46 owners increased their assets from $26,521 to 
$27,176 and reduced their liabilities from $10,662 to 
$8,986. The assets of the 38 tenants, which were 


$3,395 in 1923, were $4,283 in 1925, while their liabil- 
— which were $1,998 in 1923, were only $1,361 in 


Additions to assets were largely in the form of 
increased amounts of crops for sale. Liability re- 
ductions were chiefly in first mortgages, chattel 
mortgages, personal notes, back taxes and overdue 
interest. 

The improvement in the condition of the Foster 
County farmers resulted primarily from two suc- 
cessive years of good crops and high wheat prices. 
Wheat yields, which averaged only 5.6 bushels per 
acre in 1923, averaged 15.3 bushels in 1924 and 14.4 
bushels in 1925. Other crop yields were relatively as 
high. Hard-wheat prices, which were below $1, in 
this region in 1923, averaged $1.32 in 1924 and $1.35 in 
1925. Wheat sales increased from $337 per farm in 
1923 to $1,453 per farm in 1925. 


There has been little readjustment in the crop 
acreage during the past two years. Wheat remains 
the predominating crop and wheat sales the princi- 
pal source of income. Wheat occupies 221 of the 
476 crop acres. Other crop acreages remain sub- 
stantially the same as in 1923. Although there has 
been an increase of 300 per cent in sweet clover 
acreage, there still are only 12 acres of this crop 
per farm. 

The number of cows has increased from 6 to 8 per 
farm; the number of sheep, from 2 to 8 per farm; 
otherwise the amount of livestock holdings does not 
differ greatly from that of two years ago. 


If this survey affords a truthful view of 
conditions generally in North Dakota it shows 
the farmers to be a substantial class of capi- 
talists. 

Cattle Imports and Exports of the United States 


The effects of our changing tariff policies 
upon importations of cattle into the United 
States are shown by the figures given below, 
which cover such importations under the 
Aldrich-Payne, Underwood, and Fordney Tar- 
iff Acts. From 1908 to October, 1913, the 
Aldrich-Payne duties, ranging from $2 per 
head to 27% per cent ad valorem were in force ; 
from October, 1913 to 1921 cattle were on the 
free list under the Underwood revision, and 
since 1921 the Fordney Emergency Tariff, and 
Fordney Act of 1922, taxing cattle from 1% to 
2 cents per pound, have been in effect. 


The Underwood Act developed a free move- 
ment of cattle between the United States and 
Canada and the United States and Mexico, 
young cattle moving from both of these coun- 
tries to the United States to be finished on 
grain before going to the slaughtering estab- 
lishments. These movements reached high 
water marks in 1913, due to heavy imports 
after the establishment of the Underwood Act 
late in that year, and again in 1914 and 1919. 

Exports since 1909 have been consistently 
below imports, the differences in most years 
being very large. Without entering into a 
discussion of the merits of the tariff, it is plain 
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that we are on an import basis as regards 
cattle and that the tariff is a factor in the cattle 


industry. 
oon Sorte = 
Dutiable 
No. 

107,301 
152,120 
208,820 
250,272 
323,986 
403,022¢ 


erevcccccces 


Exports of Cattle 
From U. S. 


Free and 
Dutiable 
No. 


Calendar 
Years 


No. 
277,036 
184,957 
109,629 
164,087 

46,463 
26,236 
8,694 
16,256 
12,171 
20,009 
17,280 
69,859 
85,302 
196,533 
111,207 
37,194 


112,102 
153,902 
211,230 
252,423 
325,717 
736,937 
727,891 
552,489 
295,647 
347,510 
352,601 
642,395 
379,114 
194,871 
238,309 
140,455 
; 144,432 60,959 
172,910 174,381 80,565 
* All domestic live food animals are free on and after Oct. 4, 1913. 


Beginning Oct. 4, 1913. 
MB 1, 1913, to Oct. 3, 1913, inclusive. 


1921 ..cocccccreese 
1922 nrccccccreee oe 
1923 eoeee 
1924 ..cocccccese 


Foreign Meat Trade 


Weddell & Co., British packers and retailers, 
with slaughtering and freezing establishments 
in Argentina, Australia and other countries, 
have issued their annual review of the meat 
trade for the year 1925. It shows total im- 
portations of frozen and chilled meats into 
the United Kingdom to have been 886,655 tons, 
as compared with 875,622 tons in 1924 and 720,- 
661 tons in 1913. This does not look as though 
bad times had reduced meat consumption very 
much in that country. It also shows a grand 
total of 1,338,900 tons of beef, mutton and 
lamb exported by all freezing works in the 
world, as compared with 1,328,100 tons in 1924 
and 970,000 tons in 1921. The latter figures 
appear not to be available for 1913, but cer- 
tainly the increased consumption by importing 
countries since 1921 must be considered en- 
couraging to producers. 


The United Kingdom is the big market for 
exported meats, but the continental European 
demand was growing prior to 1925. The Wed- 
dell Review says: 


A reduced Continental demand, brought about 
partly by the lower value of the Continental 
currencies in relation to sterling, and, so far as 
Germany is concerned, by new laws placing a definite 
restriction upon the importation of this cheap food 
for their working people, had the effect of diverting 
a larger supply of frozen beef to this country than 
had been expected, and so prevented beef prices from 
rising to a higher level. The seamen’s strike in 
September and October, which held up supplies from 
Australia and New Zealand for about two months, 
completely misled the majority of mutton and lamb 
speculators, who forced up prices to a fictitious level, 
only to find, when the strike ended, that supplies were 
more than ample for the demand, which had been cur- 
tailed by the higher prices. The weekly quotations 
for chilled beef during 1925 were, if anything, less 
erratic than in 1924. As the total supplies of chilled 
and frozen beef were almost identical in both years, 
the higher average level of prices last year seems to 
have been due in some measure to a keener demand 
on the part of the public for beef at the expense of 
mutton and lamb, for which such high prices have 
been prevailing for some years, as compared with the 
naga level, whereas beef has been comparatively 
cheap. 


The Review refers to the competition of 
American companies in Argentina as follows: 


During the greater part of 1925 the chilled beef 
trade was in continual difficulties owing to certain of 
the American companies having greatly increased 
their normal shipments of chilled beef. The British 
companies in the South American trade have still 
deeply engraved upon their memories the methods 
employed by the American meat companies in 1913. 
when they set out to secure a larger share of the 
South American meat business by flooding the mar- 
kets with chilled beef at prices that bore no relation 
whatsoever to the cost. At one time the English 
companies handled 66 per cent of the Argentine meat 
shipments to Great Britain; but that proportion has 
been gradually reduced, until to-day the American 
companies have about 60 per cent of the trade and 
the English companies about 28 per cent. In order 
still further to increase their proportion, certain 
American companies are again employing the 1913 
tactics; but this time they find themselves opposed 
not by the comparatively small concerns which they 
found an easy prey in pre-war days, but by a British 
combination which, with several thousand retail 
shops, is much more favourably placed to make a 
stand against being put in an inferior position to its 
principal competitors, 





During the past month the public press 
has given announcement to an agreement 
reached with the directors of The Peoples 
Trust Company of Brooklyn, the largest 
and one of the oldest banking institutions 
of that Borough of the City of New York, 
whereby The National City Bank will ac- 
quire the stock of that institution for the 
purpose of ultimate merging. ni 

The significance of this latest acquist- 
tion by The National City Bank is not in 


National City Acquires Peoples Trust 


the increase that it will bring to the re- 
sources and deposits of National City, but 
rather in its desire to extend its services 
to a wider public, and, adding as it will 
eleven branches in Brooklyn to its al- 
ready extensive branch system, extend 
its conveniences in a wider field. This we 
regard as in step with the movement to- 
ward branch banking within a limited 
field, which may perhaps be considered 
a trend of the times. 
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